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CMHC Announces 


NEW TOOL 
KIT For Affordable 


Housing Proponents 


CMHC has announced a new package 
of innovative measures to encourage 
and support a broader range of 
partnerships in the production of 
affordable housing at the community 
level. The package, described in this 
supplement, offers housing proponents 
a choice of options to meet the 
housing needs of their communities. 


"We know that no two communities are 
alike and that housing solutions are as 
varied as the needs that created them. 
That is why we have designed this 
package of tools to be so flexible," said 
Denise Van Herk, Acting Manager of 
CMHC’s Partnership Centre. 


"We recognize that housing proponents 
who bring resources to the table to 
make their housing affordable are 
helping CMHC to achieve its public 
policy objectives. The more affordable 
the housing they produce, the wider the 
range of tools we can make available," 
she said. 

“More housing proponents, including the 
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private and non-profit sectors, will have 
access to this expanded range of 
partnership tools," she said. "As long as 
the objective of creating affordable 
housing is met, we invite and encourage 
participation from everyone who is up 
to the challenge”. 


What’s New 

Seed funding and capacity development 
training are new. CMHC partnership 
consultation service are being expanded 
with more staff on hand to provide 
expertise and advice earlier in the 
project development process. 


(continued on page 2) 


SPRENS: 2003 


CATT) 


CMHC # SCHL 


HOME TO CANADIANS 
Canada 


(continued from cover) 


CMHC'’s interest-free Proposal Development Funding (PDF) loans are available for affordable housing projects. The loan limit 
goes up from $75,000 to $100,000 and proponents may not have to repay the entire loan. 


CMHC’s mortgage loan insurance is also an important part of the package. The Corporation is introducing flexibilities to 
both its rental and homeownership products. Larger loans, reduced insurance premiums and recognition of a greater range 
of equity contributions highlight the new insurance options. 


Why CMHC Made Changes 


Deborah Taylor, CMHC’s Assisted Housing Director, said 
“The Corporation developed its new products and improved others in response to 
widespread feedback from organizations with an interest in affordable housing.” 


"They told us we could do more to support the efforts of communities to produce affordable housing. They also said that 
the absence of new social housing programs resulted in some communities losing the capacity they once had to address 
their housing problems. We also heard that the rules and requirements of our mortgage loan insurance were too rigid and 
created obstacles for groups trying to finance affordable housing.’ 


"So we have created the tools our partners told us they need to deliver affordable housing. We now have better defined 
criteria for partnership business, including a clear definition of what we mean by " affordable housing," she said. 


WHAT CMHC MEANS BY... 


AFFORDABLE — CMHC determines affordability by the rent or sale price of the partnership project as 
compared to the market rents or prices for units of similar size and design in the same housing market. For both rental 
and ownership housing, units must be modest in size and design. The more affordable the housing project, the wider the 
range of benefits offered by CMHC. 


A rental project is "affordable" if the rents for the majority of the units are below a limit established by CMHC. There are — 
actually two levels of affordability. CMHC sets level | limits at the 80th percentile of rents for similar units in the market. 
The level 2 rents are set at the 65th percentile. Housing providers can look up the level | and 2 rent limits for their 
intended housing market on a chart published by CMHC. They can gain access to the chart via CMHC’s Web site 
www.cmhc.ca or by calling | 800 668-2642. 


An ownership unit is "affordable" if the purchase price is below that of a similar type, size, and bedroom count in the 
subject housing market. 


COMMUNITY-BASED HOUSING >- Units produced by residents of a community for themselves or for 


other members of the same community, with support from the geographic community in which the housing is located. 


INNOVATIVE -A housing project proposal can be considered innovative if it involves an original or non- 
conventional approach to addressing a housing need or demand, and /or if it will test the feasibility of a housing concept 
that has been tried elsewhere but is new to. your geographic area. 


CMHC ENHANCES 
MORTGAGE INSURANCE 
TO PROMOTE AFFORDABLE 
RENTAL AND OWNERSHIP 


HOUSING 


CMHC has enhanced its mortgage loan insurance 
products to encourage the creation of more affordable 
housing. The changes offer a more flexible approach to 
builders, developers, non-profit groups and co-operatives 
who want to create affordable housing for rent or 


ownership. 


"We are offering flexibilities in the 
form of larger loans, lower mortgage 
insurance premiums and recognition 
of a greater range of homeowner 
equity contributions," said Debra 


Darke, National Manager Underwriting. 


"The degree to which these 
flexibilities are available to individual 
borrowers depends on the level of 
project affordability." 


Ms. Darke said “CMHC is doing its 
part to encourage affordable housing 
partnerships while respecting the 
corporation’s commercial mandate.” 


"We now have a partnership product 
that gives our clients a menu of 
options so they can tailor their loan 
financing to their needs and 
circumstances. That’s what we mean 
by flexibility." 


New Options For Affordable 
Rental Projects 


CMHC is making the new 
underwriting flexibilities available for 
new rental housing projects that are 
modest in size and design and have 
affordable rents. The new provisions 
will be available to any borrower — 
non-profit or for-profit - who meets 
the basic eligibility criteria. 


Lower Premiums — CMHC is 
discounting its mortgage insurance 
premiums for proponents who build 
affordable rental units. They will be 
able to choose to have a discounted 
premium or other underwriting 
flexibilities, including higher loan 
amounts. CMHC is also introducing a 
premium credit system to motivate 
the private sector to contribute to 
the development of non-profit 
affordable housing projects in return 
for a reduction in the mortgage 
insurance premiums payable on a 
future CMHC-insured loan. 


Less Equity and Higher Loans — 
Ms. Darke said clients have told 
CMHC that raising sufficient equity is 
one of the greatest challenges facing 
them when building new affordable 
housing. The equity requirement has 
now been reduced. Until the end of 
2006, CMHC is permitting loans on 
affordable projects for as much as 95 
per cent of the value of the project. 


At the same time, the Corporation is 
allowing greater flexibility in cash flow 
requirements, loan advancing and 
repayment. Debt coverage 
requirements using a project’s actual 
rents will vary according to the 
project’s level of affordability, which 
means many new rental projects will 
qualify for larger insured loans. 
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Borrowers who choose to pay 


— 
premium surcharges can have rental —~) 
achievement holdbacks waived and QO) 
their amortization periods extended tan 
up to 40 years. ahs 


New Options for Ownership 


CMHC will consider bulk proposals 
from sponsors for affordable ownership 
housing projects of five or more 
units. These units do not have to 

be on the same site. 


"With respect to ownership housing, 
our key enhancements relate to 
equity requirements," said Ms. Darke. 
"Greater flexibility in what can be 
used as a downpayment or equity will 
be permitted. For example, potential 
homeowners or a third party can 
contribute labour in lieu of a 
downpayment. We will also recognize 
equity borrowed from a partnership 
sponsor. In the case of rent-to-own 
projects, a portion of market rents 
will also count as equity as will 
grants from organizations other 

than government. 


CMHC will permit amortization 
periods of up to 35 years and more 
flexibility with gross debt service 
ratios under certain circumstances. 


CMHC introduces E E D 
FUN DIN Goo nurture 


EARLY STAGE PROJECTS 


CMHC Seed Funding offers financial assistance to housing proponents at 


the beginning stages of development for housing projects that will be affordable, 


or innovative or community-based or reflect some combination of the three. 


Seed Funding is offered hand in hand with another CMHC initiative — capacity 


Development Training. 


“Seed Funding, in conjunction with 
capacity development training, can 
equip would-be housing providers 
with the funds and know-how to 
collect solid evidence of the need 
and demand in their communities,” 
commented Denise Van Herk, Acting 
Manager of CMHC’s Partnership 


Centre. 


"Armed with a business plan, these 

proponents will be better prepared 
to drum up community support and 
search out the resources they need 


to turn their ideas into bricks and 


WO) mortar,” she said. 
@) What Seed Funding 
W) Can Pay For 
Up to $20,000 per project is 
available to help with a variety of 
early stage activities. Up to $10,000 
is provided as a grant and up to 
$10,000 is a repayable, interest-free 
loan. The money can help pay for: 
L_ 


O 


market studies to evaluate need 
and demand for the type of 
project proposed 
“development of a business plan, 
evaluation of procurement 
options 
(1 property inspections 
1 preparation of specifics 
for renovations, and 
preliminary architectural 


drawings. 


Seed Funding is available to non- 
profit organizations, housing 
co-operatives, First Nations, private 
entrepreneurs, or any individual 

or group of people who intend to 
develop housing, as incorporated 


or unincorporated bodies. 


Act Now! First Proposal Call 
May | to July 2, 2003 


CMHC will allocate resources to 
the most worthy projects through a 
proposal call process that will occur 


at least once a year. The first is 


oo 


already underway and application 
packages are available at CMHC’s 
Web site, www.cmhc.ca, from the 
Partnership Representative in your 
area or by calling | 800 668-2642. 
The next call for proposals will 


occur in early 2004. 


Funding Conditions 


Seed Funding recipients enter into 
an agreement with CMHC that 
spells out the split between loan 
and grant, the activities for which 
the money is provided and sets a 
time frame for completing these 
activities. CMHC will evaluate 
recipients to determine their need 
for training. If there is a need, 
recipients must take CMHC’s 
Capacity Development Training, 
which is paid for by CMHC. It gives 
housing providers the information 
and skills they need to organize 
themselves and to develop and 
manage housing projects in their 


communities. 


Raised Ceiling, Partial Forgiveness Define 


CMHC has also announced it will 
forgive a portion of PDF loans when 
proponents are successful at 
producing projects that add to the 
stock of affordable housing, as 
defined by CMHC. The actual rent 
limits used to define affordability vary 
from one housing market to another. 
(see the explanation of “Affordable” 
on page 2). Housing providers can 
look up applicable rent limits for their 
communities on a chart published by 
CMHC or they can seek the help of 
their local CMHC Partnership 


representatives. 


Two Levels of Forgiveness 
— 20% and 35% 


CMHC has introduced forgiveness to 
encourage projects with below 
market rents so it has geared the 
amounts of forgiveness to the degree 
of affordability as reflected in actual 
rental rates. When the majority of a 
project’s units rent at rates below 
CMHC'’s level | rent limit, borrowers 
are only required to pay back 80 per 
cent of the loan (20 per cent 
forgiveness). If proponents deliver 
housing where rents fall within 
CMHC'’s level 2 limits, only 

65 per cent of the loan is 


repayable (35 per cent forgiveness). 


re ba. LOA INS 


They used to be restricted to $75,000, but now 


eligible proponents of affordable housing can obtain 


interest-free loans up to $100,000 from 
CMHC’s Proposal Development Fund (PDF). 


Who and What is Eligible 

In the past, PDF loans were limited to 
non-profit housing sponsors. With its 
renewed focus on affordable housing, 
CMHC'’s Partnership Centre is more 
concerned about increasing the 
supply of affordable housing and is 
willing to support any proponent 
who can help achieve that goal. 

As a result, any proponent of 
affordable housing, can apply for a 
PDF loan, including the private 


and non-profit housing sectors. 


The interest-free loan helps 
proponents cover the costs of 
bringing their affordable housing 
proposals to the point where they 
can obtain the financing needed to 
build their projects. These loans 
support projects that are farther 
along in their development than 
those in their initial stages, where 


Seed Funding is appropriate. 


To ensure PDF loans benefit as 

many housing project proponents 

as possible, CMHC is restricting them 
to projects that are not dependent 
upon support under the terms of a 
federal-provincial or federal-territorial 
Affordable housing agreement. These 


agreements already permit provinces 
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and territories to provide funds that 
pay for the types of costs covered by 
PDF loans. Also, as CMHC’s PDF 
budget is limited, the fairest thing to 
do is restrict PDF loans to 
proponents who have no other 


funding option. 


How Repayment Works 


When a project proceeds, the PDF 
loan is repaid out of the project’s 
capital financing. If a proponent is 
successful at producing housing but, 
despite best intentions, is unable to 
achieve rents low enough to meet 
CMHC’s definition of "affordable", the 
entire loan principal has to be repaid. 
Otherwise, the forgivable feature 
kicks in. In any case, CMHC will not 


charge interest on a PDF loan. 


The Application Process 


To obtain an application package, visit 
CMHC’s Web site at www.cmhc.ca, 
contact the Partnership Representative 
in your area or phone | 800 668-2642. 
Applications require a detailed 
description of the project. CMHC’s 
Partnership representatives are ready 
to help applicants with this and other 


aspects of the process. 
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CAPACITY DEVELOPMENT TRAINING 
Nation-Wide Courses Will Build Grass-Roots Expertise 
To Deliver And Manage Affordable Housing 


Housing projects that 
succeed often depend ona 
team of people-usually 
volunteers contributing many 
unpaid hours - who collectively 
provide the necessary skills, 
expertise and commitment. 
The ability to attract and 
retain skilled, dedicated 
volunteers is therefore a 
critical success factor. 


A key to boosting Canada’s affordable 
housing stock is having organizations in 
place that can successfully develop 
and deliver such housing. This fundamental 
fact prompted CMHC to introduce 
"capacity development training". 


"There are a lot of people in Canada 
who care about housing but just 
don’t know where to start," observed 
Denise Van Herk, Acting Manager 


of CMHC’s Partnership Centre. 
"They have expertise, such as 
accounting or management, but may 
not know how to transfer those skills 
to the creation of housing. That’s where 
this training can make a difference." 


Capacity Development Training will 
help housing provider groups acquire 
the information and skills they need 
to build teams that can successfully 
develop and manage housing in their 
communities. Recipients of Seed 
Funding will have first priority for 
this training, if they need it. 


Training Content 


The training is divided into these 
main modules: 


Organizational Development to 
help housing proponents have a good 
understanding of their roles and 
responsibilities, their liabilities and 
their organization’s legal obligations. 


Housing Project Development 
to provide an explanation of what 
is involved in developing a housing 
project and the process that is 
followed. Students will be taught: 


m how to understand community 
housing needs through market 
assessment 


how to determine the best 
procurement option by 
evaluating new construction 
versus acquisition and renovation 
of an existing building 


mw howto analyze project viability 


m how to lever funds, find partners 
and access financing 


= an overview of the design and 
tender process, and 


@ an overview of construction 
and renovation process. 


Housing Project Management to 
ensure project stability over time. 
Provide an overview of housing 
project management and 
maintenance, including financial 
aspects such as planning and 
budgeting for building maintenance, 
repairs and upgrades. It also covers 
landlord and tenant responsibilities. 


The Partnership Centre anticipates 
that this training, especially when 
delivered to Seed Funding Recipients, 
will directly tie into actual project 
development. At each stage of 
training, participants will apply what 
they have learned directly to their 
own group’s housing project. For 
example, as they learn how to 
develop a business plan, they will 
write real ones based on the 
requirements of their own projects. 


There really is no substitute 
for good advice delivered in a 
timely manner. Just ask any 
member of a housing 
proponent group who has 
called upon a CMHC 
partnership representative 
for help in the last decade or 
so. They will say that having a 
partnership rep in your 
corner is like having a skilled 
navigator on board as you sail 
into unknown waters. 

So what could be better than 
such a service? More of it. 


That is exactly what CMHC is 
offering as part of its New Affordable 
Housing Tool Kit. Through each of its 
five business centres across the 
country, the Corporation is 
expanding the consultation services it 
provides housing proponents. What 
this means is more people to answer 
questions and provide guidance and a 
service that is available to proponents 
earlier in their project development 


process. 


The expertise available, either directly 
from Partnership representatives, or 
through their colleagues in CMHC, 
covers every facet of project 
development. They can help you with 
matters such as: 


* Networking — CMHC can 
introduce you to potential project 
partners who can help with proposal 
development, fund-raising, financing, 
construction and project 
management. 

* Financing — Before you approach a 
lender, CMHC experts will meet with 
you to review your project proposal 
and they will provide guidance to help 
you obtain your financing. 


* Market Analysis — CMHC has up- 
to-date information on housing 
market developments, demographic 
and socio-economic influences on 
housing demand and rental vacancy 
rates, all the factors you must weigh 
as you develop your project. 


* Housing Research — CMHC has a 
superb research collection to help 
Canadians understand and improve 
the technical, environmental and 
social aspects of housing. Information 
like this could help you plan your 
project. 


* Housing Seminars and 
Workshops — Partnership 
representatives and other CMHC 
colleagues are regular presenters at 
conferences and workshops where 
they describe affordable housing 
partnerships best practices. They can 
also put you in touch with successful 
housing providers who are willing to 
share their experiences with your 
group. 

* Community Meetings — Partnership 


reps often go to meetings in 


communities such as yours to explain 
the housing development process and 
services available from CMHC. 


* Information Sources — This 
newsletter, Partnership Courier, 
highlights housing partnership best 
practices, the latest housing research 
findings and other matters of interest 
to housing providers. Subscriptions 
are free. 


CMHC Partnership reps and 
colleagues are available for 
consultations either by phone or in 
one-on-one meetings with your 
housing group. For more information 
visit the CMHC Web site, 
www.cmhc.ca or 

call | 800 668-2642. 


Who We Are 


The Canadian Centre for Public-Private Partnerships in Housing is a community-focused, experienced team within 
Canada Mortgage and Housing Corporation. We provide a network of housing partnership experts whose mission is to help 
communities like yours make informed decisions about affordable housing development. The Partnership Courier chronicles the 
activities of the Centre and provides best practice information about housing-related matters to assist and inspire those who 

work for the cause of affordable housing for Canadians. 


How to Reach Us: 


The Canadian Centre for Public-Private Partnerships in Housing, Assisted Housing Division, CMHC 
700 Montreal Road 
Ottawa, Ontario KIA OP7 
Fax: (613) 748-4879 
www.cmhc-schl.gc.ca 


Acting Manager: Denise Van Herk, (613) 748-4690; dvanherk@cmhc-schl.ge.ca 
Senior Officer: Terrence Hodkinson, (613) 748-2300 ext. 3765; thodkins@cmhc-schl.gc.ca 
Senior Officer: Promotion: Sylvie Rancourt, (613) 748-239 |; srancour@cmhc-schl.gc.ca 


Business Administrator: Sylvie Cusson, (613) 748-2295; scusson@cmhc-schl.gc.ca 


Regional Partnerships 
Centre Contacts 


Atlantic 
Audrey Moritz, (902) 426-8430 
Fax: (902) 426-999 |, amoritz@cmhce-schl.gc.ca 


Quebec 
Marie Murphy, (514) 283-2203, mmurphy@cmhc-schl.gc.ca 
Albano Gidaro, (514) 283-2222 
Fax: (514) 496-9521, agidaro@cmhc-schl.ge.ca 


Ontario 
Patricia Barrett, (416) 218-3341, pbarrett@cmhc-schl.gc.ca 
Brett Barnes, (416) 250-3288 
Fax: (416) 250-3204, bbarnes@cmhc-schl.ge.ca 


Prairie, Nunavut and NWT 
Bill Joyner, (403) 515-3011, bjoyner@cmhc-schl.ge.ca 
Marion Belke, (403) 515-2962 
Fax: (403) 515-2930, mbelke@cmhc-schl.gc.ca 


British Columbia/Yukon 
Steve Hall, (604) 737-4118 
Fax: (604) 737-4124, shall@cmhc-schl.ge.ca 


Canadian Housing 
Information Centre 


(613) 748-2367 or | 800 668-2642 
Fax: (613) 748-4069 
How to Order CMHC Publications/Reports 


| 800 668-2642 (within Canada) 
(613) 748-2003 (international) 
Telephone device for the deaf: (613) 748-2447 
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